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ABSTRACT 
AN EXPERIMENTAL ANALYSIS OF THE IMPACT OF GOAL ORIENTATION, 
ETHICAL ORIENTATION, AND PERSONALITY TRAITS ON MANAGERS' AND 
ACCOUNTANTS' ABILITIES TO RECOGNIZE MISAPPROPRIATION OF ASSETS 
By Wendy Walston Achilles, Ph.D. 
A dissertation submitted in partial fulfillment of the requirements for the degree of 
Doctor of Philosophy at Virginia Commonwealth University 
Virginia Commonwealth University, 2006 
Directors: 
Dr. Ruth W. Epps, Professor of Accounting 
Dr. Carolyn Strand Norman, ~ss is tant  Professor of Accounting 
This study examines the impact of knowledge, experience, goal orientation, 
ethical orientation, and personality traits on managers' and accountants' abilities to 
recognize misappropriation of assets. Participants included students and professionals. 
The student group included upper-level accounting majors and upper-level management 
majors. The professional group included students enrolled in an introductory accounting 
course for their MBA program and internal auditors from a variety of organizations. 
Findings in the study show that accounting students assessed the possibility that fraud 
was in progress at a higher level than the management students, suggesting that the 
accounting students acquire basic knowledge about fraud from the accounting . 
curriculum, which improves performance. The effect of reading articles was marginally 
significant for assessing the possibility of fraud, showing that students who have read or 
who are required to read articles better identify the clues associated with employee theft. 
For the professional group, the effects of academic major and fraud specific training led 
to identifying the possibility of employee theft at a higher level. It appears that training 
sessions help professionals in identifying the risk factors associated with fraudulent 
activity, producing benefits to organizations that far outweigh the costs. Full-time work 
experience was marginally significant (p < .lo), which implies that experience tends to 
improve knowledge stores and enhance performance. Additionally, results showed the 
following for the internal auditors: (I) previous exposure to employee theft in the 
workplace, (2) a predominate learning goal orientation, (3) level of expertise, and (4) the 
personality trait of intellect were positively and significantly related to recognizing an 
increased possibility that misappropriation of assets may be occurring as risk factors 
increased. 
Several findings of the additional analysis using structural equation modeling 
extend the audit decision making literature by showing certain factors that enhance 
knowledge and improve decision making as experience increases. Higher learning goal 
orientation scores, mediated by experience and ethical position, should lead to more 
accurate identification of risk factors that are commonly associated with fraudulent 
activity. These findings should encourage firms to draw upon the knowledge of experts as 
they develop expert decision aids and training sessions for internal audit departments. 
Organizations should also integrate actual instances of misappropriation of assets into 
training sessions on fraud prevention and detection while developing and improving 
models of training sessions and expert decision aids for unstructured, complex tasks. 
CHAPTER I 
INTRODUCTION 
Fraud continues to be a very real concern for management of an entity, as well as 
for all entity stakeholders. According to the Association of Certified Fraud Examiners 
(ACFE), the typical organization loses 6 percent of its annual revenues to occupational 
fraud or an estimated $660 billion (ACFE 2004). Based on results from KPMG fraud 
surveys over the past decade, more is known about the incidence of fraud, the cost of 
these crimes, and how managers are responding to this continuing threat. Seventy-five 
percent of companies included in the 2003 KPMG survey reported at least one episode of 
fraud within their organization. This same survey indicated that misappropriation of 
assets (employee fraud) is the most common fraud reported by organizations with 60 
percent reporting at least one employee theft in the previous 12 months. 
The 2003 KPMG fraud survey also noted that managers are less confident in their 
ability to detect fraud and at the same time are aware that the current corporate 
environment might provide even more opportunities for wrong-doing. For example, 
managers regarded the ongoing requirements to downsize their organizations as an 
important factor that may contribute to the potential for fraud. In particular, when layers 
of middle management are eliminated so are the extra layers of protection and 
segregation of duties that help protect against misappropriation of assets. This is 
particularly troublesome since many of the organizations reported collusion among 
employees (and third parties) as the largest contributing factor to the increase in 
employee fraud. The results of the most recent PricewaterhouseCoopers Fraud Survey 








































































































































































